si11'  1  Stores  Corporation 
mily  of  175  department 
stores  operating  in  27  states. 
1977 was  a  year  of  continued 
progress  which  resulted  in 
the  highest  sales  and  earnings 
in  Allied’s  history. 
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The  Company 

Allied  Stores  Corporation  is  one  of  the  nation’s 
largest  department  store  organizations.  Its  175 
stores  carry  a  wide  range  of  merchandise- 
apparel  for  men,  women  and  children,  cosmetics, 
decorative  furnishings,  housewares  and  other 
items  for  the  home. 

The  stores  are  designed  to  maximize  shopping 
convenience  and  to  create  an  exciting  retail  en¬ 
vironment  for  customers  through  imaginative  and 
creative  sales  promotions  and  displays.  Emphasis 
is  placed  on  high  quality,  fashion  merchandise, 
offered  at  attractive  prices  together  with  pleasant 
and  efficient  service. 

Allied’s  operations  are  diversified  by  geo¬ 
graphical  location  throughout  the  United  States, 
as  indicated  on  page  24.  A  number  of  its  store 
operating  divisions,  which  are  featured  in  this 
report,  are  Jordan  Marsh  in  New  England,  Bon 
Marche  in  the  Pacific  Northwest,  Jordan  Marsh 
and  Maas  Brothers  in  Florida,  Joske’s  in  Texas, 
and  Block’s  in  Indiana. 
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Financial  Highlights 


52  Weeks  Ended 

January  28,  January  29, 

_  1978  1977 

Net  Sales 
Percent  increase 


$1,908,134,000 

6.2% 


$1,797,038,000 

2.4% 


Net  Earnings  .  .  $  74,242,000  $  62,395,000 

Percent  increase  .  19.0%  12.5% 


Per  Share  of  Common  Stock 

Net  earnings-primary . 

Net  earnings— fully  diluted  . 

Dividends  paid . 

Equity  at  year  end  . 

Shares  Used  to  Compute  Earnings 
Per  Share  of  Common  Stock 


Primary  .  19,455,653  18,292,492 

Fully  diluted  ,  .  20,671,896  20,094,648 

Number  of  Stores  .  175  168 


i  3.81 
3.61 
1.05 
29.84 


&  3.40 
3.14 
.87% 
27.36 


Note:  Share  data  has  been  adjusted  to  reflect 
the  twofor-one  stock  split  on  March  18,  1977. 


Allied’s  Progress 

Net  sales  and  earnings  for  the  fiscal  year 
ended  January  28,  1978  were  the  highest 
in  the  Company’s  history. 

Since  1973,  net  earnings  have  increased 
over  100%,  rising  from  $33,754,000  in 
that  year  to  $74,242,000  in  1977. 

During  this  period,  Allied’s  quarterly 
common  stock  dividend  has  been  increased 
six  times.  Subsequent  to  year  end,  the 


Board  of  Directors  authorized  another 
increase  to  $.30  per  share,  which  was  paid 
on  April  20, 1978.  This  new  rate  is  more 
than  70%  greater  than  the  $.1 71/2  paid 
five  years  ago. 

Common  stockholders’  equity  at  Jan¬ 
uary  28,  1978  was  $588,949,000  com¬ 
pared  to  $343,451,000  at  February  2, 
1974,  also  an  increase  in  excess  of  70%. 
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To  Our  Stockholders 


Your  Company  again  achieved  record- 
breaking  sales  and  earnings  in  1977 .  Since 
1970,  earnings  have  improved  each  year  at 
a  compound  annual  growth  rate  of  25.9% , 
which  is  one  of  the  best  growth  rates 
in  the  retail  industry. 

Sales  for  the  year  were  $1,908,000,000, 
6.2%  higher  than  the  sales  achieved  in 

1976.  Net  earnings  amounted  to 
$74,242,000,  or  $3.81  per  share  of  Com¬ 
mon  Stock,  compared  with  $62,395,000 
or  $3 .40  per  share  earned  in  the  prior  year. 
On  a  fully  diluted  basis,  net  earnings  per 
share  were  $3.61  and  $3.14,  respectively. 
After  giving  effect  to  the  two-for-one  split 
in  the  Common  Stock  effective  March  18, 

1977.  average  shares  outstanding  for  the 
year  ended  January  28, 1978  were 
19,455,653  versus  18,292,492  for  the 
prior  year,  and  on  a  fully  diluted  basis,  were 
20,671,896  and  20,094,648,  respectively. 

It  is  the  Company’s  policy  to  increase  its 
stockholders’  participation  in  profits 
through  sound  and  frequent  raises  in  the 
Common  Stock  dividend.  There  were  two 
such  increases  during  the  year  ended  Janu¬ 
ary  28, 1978  and  another  was  authorized 
by  the  Board  of  Directors  in  February 

1978.  This  was  the  sixth  increase  since 
July  1975  and  the  new  annual  dividend 
rate  of  $1.20  is  60%  greater  than  it  was 
two  and  one  half  years  ago. 

The  continued  increase  in  earnings, 
coupled  with  the  strongest  balance  sheet  in 
the  history  of  the  Company,  places  us  in  a 
position  to  embark  upon  an  accelerated  ex¬ 
pansion  program  to  increase  our  market 
share  in  those  areas  where  we  have  strong 
acceptance  and  to  enter  new  markets  either 
by  expansion  or  acquisition.  In  1978-1979 


our  planned  capital  expenditures  amount 
to  $1 30  million  and  we  are  on  schedule  for 
the  opening  of  fourteen  new  stores  during 
this  period.  Those  planned  for  opening 
in  1978  are  listed  on  page  11  of  this  report. 
Our  total  planned  capital  expenditures  for 
the  next  five  years  amount  to  $400  million. 

We  are  continuing  to  explore  opportuni¬ 
ties  to  revitalize  downtown  shopping  areas 
in  markets  where  our  stores  are  located. 
The  rebuilding  and  modernization  of  our 
downtown  Boston  Jordan  Marsh  store  men¬ 
tioned  in  last  year’s  report  was  completed 
on  schedule  in  November  1977.  Our  Miami 
Jordan  Marsh  store  is  the  largest  retail 
unit  in  the  “Omni”,  also  completed  in 
1977  and  one  of  the  most  modern  and 
updated  urban  centers  in  the  country .  W e 
also  have  recently  concluded  negotiations 
for  new  stores  to  be  constructed  as  part  of 
the  revitalization  of  the  central  cores  of 
downtown  Minneapolis  and  St.  Paul,  Min¬ 
nesota,  replacing  outmoded  stores  located 
in  the  twin  cities. 

The  growth  of  our  Company  is  depend¬ 
ent  upon  the  development  of  our  executives 
and  the  thousands  of  dedicated,  loyal  em¬ 
ployees  who  have  helped  us  to  achieve  our 
present  position  within  the  retail  industry. 
Our  various  Divisions  are  structured  so 
that  each  store  division  President  reports 
to  a  corporate  Executive  Group  Manager, 
who  in  turn  reports  to  the  Executive 
Vice  President  of  the  Company.  The  latter 
also  retains  direct  responsibility  for  two 
of  our  store  divisions,  Jordan  Marsh,  New 
England,  and  Almart— J.  B.  Hunter,  and 
reports  directly  to  the  President  of  the 
Company.  We  believe  this  organizational 
structure  provides  for  closer  supervision  of 


each  individual  unit,  maintains  account¬ 
ability  and  responsibility  at  the  store  level 
for  maximizing  sales  and  profits,  and  pro¬ 
vides  the  opportunity  to  train  and  develop 
individuals  for  increased  responsibility 
within  the  Company.  Allied  has  consis¬ 
tently  followed  a  policy  of  promoting  indi¬ 
viduals  from  within  its  own  ranks,  which  is 
an  important  factor  in  the  excellent  morale 
and  loyalty  of  our  employees. 

Many  of  our  stores  are  fashion  leaders  in 
their  communities.  The  American  con¬ 
sumer  is  aware  of  the  changes  in  fashion 
trends  and  we  as  retailers  must  be  cogni¬ 
zant  of  the  opportunities  provided  by  such 
changes,  as  well  as  the  needs  and  desires  of 
our  customers.  Our  “One  Step  Up  Pro¬ 
gram”,  designed  to  fulfdl  these  needs  and 
desires  by  upgrading  fashion  and  quality 
merchandise,  continues  to  contribute  to  in¬ 
creased  sales  and  improved  gross  margin 
and  consumer  acceptance.  It  is  our  objec¬ 
tive  to  accelerate  this  program,  which,  com¬ 
bined  with  sound  financial  and  inventory 
controls,  we  believe  can  produce  increased 
profits  with  consequent  improved  return  to 
our  stockholders. 

The  year  1978  will  present  many  chal¬ 
lenges  in  various  forms.  The  increase  in  the 
minimum  wage  enacted  during  1977  and 
increased  Social  Security  taxes  in  1978 
accent  the  necessity  for  even  greater  vigi¬ 
lance  in  the  area  of  employee  productivity. 
Problems  in  the  energy  area  have  resulted 
in  increased  utility  costs,  which  must  be 
overcome  by  efficient  utilization  of  our  facil¬ 
ities  and  the  continuation  of  sound  energy 
conservation  measures  within  our  stores. 

Our  objectives  for  1978  and  the  follow¬ 
ing  years  are  to  maximize  sales  and  profit¬ 


ability  for  the  benefit  of  our  stockholders, 
maintain  a  sound  financial  position,  devel¬ 
op  and  train  our  employees  for  participa¬ 
tion  in  a  Company  and  an  economy  which 
will  continue  to  grow,  and  accelerate  our 
capital  investment  program  to  increase  our 
share  in  existing  markets  as  well  as  to  take 
advantage  of  opportunities  in  new  and 
emerging  markets.  The  successful  attain¬ 
ment  of  these  objectives  should  enable  us 
to  achieve  net  earnings  in  excess  of  4%  of 
sales,  maintain  a  return  on  stockholders’ 
equity  in  the  13  %  to  15  %  range  and  de¬ 
clare  regular  increases  in  dividends  with  a 
gradual  increase  in  the  payout  ratio  to 
approximately  40%  of  earnings. 

A  report  of  the  year’s  activities  would 
not  be  complete  without  recognition  of  the 
dedicated  service  of  Messrs.  Charles  E. 
McCarthy  and  Lawrence  Wilkinson  who 
retired  from  the  Board  of  Directors  in 
1977.  Mr.  McCarthy  retired  after  43  years 
of  valued  service  as  an  Officer  and/ or  Di¬ 
rector  of  the  Company,  and  Mr.  Wilkinson 
after  20  years  of  service  as  a  Director.  Mr. 
Rene  C.  McPherson,  Chairman  of  the  Dana 
Corporation,  and  Mr.  Donald  F.  Dunn, 
Senior  Vice  President  of  the  Company,  were 
elected  to  our  Board  of  Directors  by  the 
stockholders  in  June  1977.  The  guidance, 
dedication  and  professionalism  of  our  Board 
of  Directors  are  of  invaluable  assistance 
in  the  management  of  your  Company  and 
in  the  representation  of  our  stockholders. 


Respectfully  submitted, 


President 


April  28,  1978 
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Allied’s  Objectives  and  Financial  Policies 


1973  1974  1975  1976  1977 


Return  on  Sales 

(in  per  cents) 


Sales  Comparison 
Soft  vs.  Hard  Goods 

(dollars  in  hundred  millions) 


Soft  Goods 
■  Hard  Goods 


Past  Objectives  and  Results 

From  1973  through  1977  Allied’s  net 
earnings  rose  from  $33.8  million  to  $74.2 
million,  as  its  return  on  sales  improved 
steadily  from  2 . 1  %  to  3 .9  % ,  which  is  now 
among  the  highest  of  the  major  department 
store  companies.  During  this  period, 
Allied’s  strategy  was  to  limit  expansion  of 
new  stores  and  concentrate  on  increasing 
the  profitability  of  existing  stores,  with  the 
objective  of  improving  the  Company’s 
financial  position  and  return  on  equity. 
This  strategy  included  programs  to 
strengthen  the  Company’s  merchandise 
capability,  improve  inventory,  credit  and 
expense  controls,  and  enhance  the  product 
mix  by  placing  greater  emphasis  on  highly 
profitable  soft  goods  which  increased  from 
69%  of  sales  in  1973  to  74%  in  1977. 

Expansion  Is  Accelerating 

In  view  of  its  improved  financial  position 
and  profit  margins,  in  1977  Allied  began 
to  modify  its  strategy  for  earnings  growth 
to  include  a  program  of  accelerated  store 
expansion.  Over  the  next  five  years,  the 
Company  expects  to  open  approximately 
six  million  square  feet  of  department 
store  space,  which  is  an  increase  of  20% 
in  total  space.  The  addition  of  730,000 
square  feet  is  planned  for  1978,  and  an 
average  of  1,300,000  square  feet  in  each 
of  the  following  four  years. 


To  carry  out  this  expansion,  capital  ex¬ 
penditures  of  $400  million  are  planned 
over  the  next  five  years,  double  the 
outlay  of  the  past  five.  This  expansion  pro¬ 
gram  will  be  financed  through  internally 
generated  funds  and  through  mortgages 
placed  with  institutional  investors. 

In  conjunction  with  its  expansion  pro¬ 
gram,  Allied  will  continue  its  efforts  to  im¬ 
prove  the  profitability  of  existing  stores. 
Management  believes  there  is  still  oppor¬ 
tunity  to  strengthen  many  areas  of  mer¬ 
chandising  in  most  divisions  and  to  im¬ 
prove  the  sales  mix  toward  more  profitable 
items  by  placing  greater  emphasis  on  high 
profit  margin  decorative  home  furnishings. 
The  “One  Step  Up  Program”  was  initiated 
last  year  to  achieve  a  trading  up  in  those 
lines  where  the  consumer  indicated  a  desire 
for  higher  fashion  and  quality. 
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M^Moston :  Jordan 
Marsh,  for  many 
years  the  dominant 
retailer  in  New  Eng¬ 
land,  incorporates 
the  latest  in  mer¬ 
chandise  presentation 
and  fixturing  in 
its  completely  rebuilt 
downtown  store. 


K^/eattle :  T his 
major  city  in  the 
thriving  Pacific  North 
west  is  the  head¬ 
quarters  for  the  Bon 
Marche.  It  operates 
23  stores,  1 3  in 
the  state  of  Washing¬ 
ton  with  others  in 
Oregon,  Idaho,  Mon¬ 
tana  and  Utah. 


1977  in  Review 


Sales  and  Earnings 

Sales  for  the  year  ended  January  28, 1978 
rose  to  a  record  $1 .9  billion,  an  increase  of 
6.2%  over  those  for  the  prior  year.  Sales 
in  suburban  shopping  centers  continued  to 
flourish,  accounting  for  74%  of  our  busi¬ 
ness,  in  contrast  with  26%  generated  from 
downtown  stores.  Sales  of  apparel  and 
other  soft  goods,  merchandise  having  high 
gross  margins,  constituted  74%  of  total 
sales,  as  compared  with  73%  in  1976. 

Net  earnings  in  1977  rose  to  $74.2  mil¬ 
lion,  also  a  record  achievement,  and  repre¬ 
sented  an  increase  of  19.0%  over  the 
$62 .4  million  ear ned  in  1 976 .  The  1 977 
earnings  resulted  in  a  3.9%  returnon 
sales,  compared  with  3.5%  for  the  prior 
year.  This  improvement,  which  has  con¬ 
tinued  over  the  last  few  years,  is  a  reflection 
of  management’s  programs  to  maximize 
profitability  through  greater  emphasis  on 
merchandise  with  higher  gross  margins. 

Primary  earnings  per  share  were  $3.81  in 
1977,  compared  with  $3.40  in  1976.  The 


average  number  of  shares  outstanding 
used  to  compute  these  earnings  were 
19,455,653  and  18,292,492,  respec¬ 
tively.  The  increase  in  shares  reflects  the 
2,000,000  share  (on  a  split  basis)  equity 
issue  in  May  1976,  plus  shares  issued  upon 
conversion  of  debentures. 

Fully  diluted  earnings  per  share  were 
$3.61  in  1977  versus  $3. 14 in  the  prior 
year,  based  on  average  shares  outstanding 
of  20,671,896  and  20,094,648.  Fully 
diluted  earnings  per  share  assumes  the  con¬ 
version  of  the  Corporation’s  N^/2  %  con¬ 
vertible  debentures  at  the  beginning  of 
each  year  and  dilution  from  stock  options. 

Quarterly  Financial  Information 

Summarized  below  is  quarterly  financial 
information  (unaudited) ,  expressed  in 
thousands  of  dollars  except  for  per  share 
amounts,  together  with  quarterly  dividends 
paid.  All  per  share  data  has  been  adjusted 
to  reflect  the  two-for-one  stock  split  on 
March  18, 1977. 


Cash  Dividends 

Cost  of  goods  Per  Share _ 

sold,  buying  &  Net  Per  share*  Common  Preferred 

Quarter  Net  sales  occupancy  costs  earnings  Primary  Diluted  Stock  Stock 

52  weeks  ended 
January  28, 1978 

First  .  $  394,441  f  273,741  $  8,669  $  .45  $  .43  $  .25  $1.00 

Second  .  401,802  285,983  4,663  .24  .23  .25  1.00 

Third  .  454,481  310,407  12,866  .66  .63  .27%  1.00 

Fourth  .  657,410  432,857  48,044  2.43  2.32  .27%  1.00 

Total  for  year  .  .  .  $1,908,134  $1,302,988  $74,242  $3.81  $3.61  $1.05  $4.00 


52  weeks  ended 
January  29,  1977 

First  .  $  384,151  $  267,905  $  6,928  $  .42  $  .38  $  .21%  $1.00 

Second  .  391,971  279,016  4,374  .23  .22  .21%  1.00 

Third  .  420,533  290,837  10,721  .56  .53  .22%  1.00 

Fourth  .  600,383  399,533  40,372  2.13  1.96  .22%  1.00 

Total  for  year  .  .  .  $1,797,038  $1,237,291  $62,395  $3.40  $3.14  $  .87%  $4.00 


Earnings  Per  Share 
of  Common  Stock 

(in  dollars) 


*  Primary 
Fully  Diluted 
Dividends 


Return  on  Common 
Stockholders’  Equity 

(in  per  cents) 


*  Each  period  computed  separately. 
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Common  Stockholders’ 
Equity  Per  Share 

(in  dollars) 


Long-Term  Debt  /  Common 
Stockholders’  Equity 

(dollars  in  millions) 

Common  Stockholders’  Equity 
■  Long-Term  Debt 


Dividends 

T he  Common  Stock  dividend  was  twice  in¬ 
creased  during  1977.  The  first  increase, 
paid  in  April  1977,  raised  the  annual  rate 
from  $.90  to  $1.00  per  share,  and  the  sec¬ 
ond,  paid  in  October  1977,  to  $1.10  per 
share.  In  February  1978 ,  the  Board  of 
Directors  further  increased  the  dividend  to 
an  annual  rate  of  $1 .20  per  share.  The  new 
quarterly  dividend  of  $.30  per  share  was 
paid  on  April  20, 1978. 

Financial  Position 

Allied’s  financial  position  continued  to 
show  improvement  in  1977, 

Short-term  investments  rose  $28  million  to 
$64  million  at  January  28, 1978,  pri¬ 
marily  as  a  result  of  improved  cash  flow 
from  operations. 

Customers  accounts  receivable  were 
12.9%  higher  than  the  balances  at  prior 
year  end,  resulting  from  the  success  of  the 
fall  season’s  deferred  billing  plans  and 
management’s  program  to  convert  regular 
charge  accounts  to  revolving  credit  ac¬ 
counts,  which  generate  service  charge 
income.  Aggressive  credit  solicitation  pro¬ 
grams  contributed  to  increasing  credit 
sales  to  57.7  %  of  total  sales  in  1977  from 
55.8%  in  1976.  The  netprovision  for 
losses  on  customers  accounts  was  .70  %  of 
total  credit  sales  compared  with  .64%  for 
the  previous  year. 

M erchandise  inventories  increased  4.7  % 
and  remained  at  satisfactory  levels  at  year 
end.  The  ratio  of  merchandise  inventories 
(before  lifo  reserve)  at  January  28, 1978 


was  15.4%  of  net  sales  compared  with 
15.5%  last  year.  Inventory  shrinkage  dur¬ 
ing  the  year  was  1.9%  of  sales,  versus 
2.0%  in  1976. 

Net  working  capital  of  $501 .2  million  was 
$56.1  million  higher  than  that  of  a  year 
ago.  The  year  end  ratio  of  current  assets  to 
current  liabilities  was  2.5  to  1,  compared 
to  2.6  to  Hast  year. 

Stockholders’  equity  increased  $69.5  mil¬ 
lion  to  $594 . 1  million  at  J anuary  28,1978, 
while  long-term  debt  rose  only  $10.8 
million  to  $350.7  million  at  year  end.  As  a 
result,  stockholders’  equity  at  January  28, 
1978  represented  62.9%  of  total  capital¬ 
ization  (the  sum  of  long-term  debt  and 
stockholders’  equity)  compared  with 
60.7  %  at  the  prior  year  end. 

The  Corporation’s  Common  Stock  and 
4%  Cumulative  Preferred  Stock  are 
traded  on  the  New  York  Stock  Exchange 
(ticker  symbol  ALS) .  The  range  of  sales 
prices  for  each  fiscal  quarter  during  the 
past  two  years  was  as  follows : 


Range  of  Sales  Prices 
Common  Stock* *  Preferred  Stock 
Quarter  High  Low  High  Low 

52  weeks  ended 
January  28, 1978 

First  .  $22%  _$56i/2  $53% 

Second  .  23y2  19%  56  54 

Third .  24%  20%  56%  54 

Fourth  .  23%  19  58  55 

52  weeks  ended 
January  29,  1977 

First  .  329%  $23  357  354% 

Second  .  25%  22%  56  54 

Third .  23%  20%  56  55% 

Fourth  .  24%  20%  55%  54% 


*  Adjusted  for  two-for-one  stock  split  on  March  18,  1977. 
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Expansion  and  Capital  Spending 

During  1977,  Allied’s  capital  expendi¬ 
tures  were  $57  million.  Eight  new  stores, 
all  located  in  the  suburbs,  with  a  total  of 
854,000  square  feet,  were  opened  and  one 

Division 

1977  Store  Openings 

Maas  Brothers . 

Bon  Marche . 

Bon  Marche  . 

Jordan  Marsh  .  .  . 

Maas  Brothers . 

Maas  Brothers . 

Pomeroy’s  . 

Jordan  Marsh . 


downtown  store  was  closed.  Plans  for 
1978  call  for  capital  expenditures  of  $55 
million  and  the  opening  of  seven  stores 
totaling  730,000  square  feet.  Details  of  the 
new  stores  are: 


Square 

Location  Footage 


Naples,  Florida .  66,000 

Everett  Mall,  Washington .  132,000 

Federal  Way,  Washington .  141,000 

Methuen,  Massachusetts .  80,000 

South  Sarasota,  Florida  142,000 

Winter  Haven,  Florida .  60,000 

Neshaminy,  Pennsylvania .  160,000 

Brockton,  Massachusetts .  73,000 


854,000 


Sales  Comparison 
Suburban  vs.  Downtown 

(dollars  in  hundred  millions) 


Suburban 
■  Downtown 


1978  Planned  Store  Openings 

Jordan  Marsh  . 

Bon  Marche . 

Bon  Marche 

Read’s  . 

Joske’s  . 

Cain-Sloan  . 

Jordan  Marsh . 


Cape  Cod,  Massachusetts  144,000 

Lewiston,  Idaho .  44,000 

Olympia,  Washington  .  .  .  .  81,000 

Derby,  Connecticut .  74,000 

Baybrook  Mall,  Houston,  Texas  .  139,000 

Hickory  Hollow,  Nashville,  Tennessee  129,000 
Plantation,  Florida .  119,000 


730,000 
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ouston:Joske  s 
is  a  powerful  and  ex¬ 
pansion  minded  or¬ 
ganization,  keeping 
pace  with  the  rapid 
population  and  eco¬ 
nomic  growth  of 
T exas.  Also  partici¬ 
pating  are  Joske’s  in 
San  Antonio  and 
Titche’s  in  Dallas. 


Consolidated  Statement  of  Earnings  and  Retained  Earnings 

Allied  Stores  Corporation  and  Subsidiaries 


52  Weeks  Ended 


January  28,  January  29, 

1978  1977 


Net  Sales  (including  leased  departments) . 

$1,908,133,830 

$1,797,038,470 

Revenues  of  Real  Estate  Operations  . 

18,877,097 

16,807,810 

Costs  and  Expenses 

Cost  of  goods  sold,  selling,  general  and  administrative 

1,927,010,927 

1,813,846,280 

expenses  (exclusive  of  items  shown  below) . 

1,617,899,640 

1,531,705,198 

Taxes,  other  than  income  taxes  . 

54,113,827 

50,039,678 

Interest  . 

26,467,764 

27,915,384 

Rent  . 

41,592,916 

40,319,340 

Depreciation  . 

29,309,496 

27,447,408 

Maintenance  and  repairs  . 

15,667,679 

14,667,961 

1,785,051,322 

1,692,094,969 

Earnings  Before  Income  Taxes  . 

141,959,605 

121,751,311 

Federal,  State  and  Local  Income  Taxes  . 

67,718,000 

59,356,000 

Net  Earnings . 

(Per  share  of  Common  Stock,  based  on  average  shares 
outstanding  and  after  preferred  dividends :  $3.81  for 

1978  and  $3 AO  for  1977;  assuming  full  dilution  from 
conversion  of  debentures  and  exercise  of  options, 

$3.61  and  $ 3.14 ,  respectively ) 

74,241,605 

62,395,311 

Retained  Earnings  at  Beginning  of  Year . 

354,276,848 

308,231,034 

Cash  Dividends 

428,518,453 

370,626,345 

Cumulative  Preferred  Stock-$4.00  per  share . 

Common  Stock-$1.05  per  share  in  1978  and  $.87% 

209,288 

225,788 

per  share  in  1977  . 

20,512,529 

16,123,709 

20,721,817 

16,349,497 

Retained  Earnings  at  End  of  Year . . 

$  407,796,636 

$  354,276,848 

Per  share  amounts  have  been  adjusted  to  reflect  the  two-for-one 
stock  split  on  March  18, 1977. 

See  notes  to  consolidated  financial  statements  on  pages  16  to  19. 
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Consolidated  Statement  of  Financial  Position 

Allied  Stores  Corporation  and  Subsidiaries 


Current  Assets 

Cash  . 

Short-term  investments,  at  cost-approximating  market 
Accounts  receivable 

Customers  . 

Suppliers  and  others . 

Merchandise  inventories . 

Prepaid  expenses . 

Total  Current  Assets 

Current  Liabilities 

Accounts  payable . 

Accrued  expenses . 

Taxes,  other  than  federal  income  taxes . 

Federal  income  taxes 

Current  .  .  .  .  . 

Deferred  . 

Long-term  debt  due  within  one  year . 

Total  Current  Liabilities 

Net  Current  Assets  . 

Other  Assets  . 

Property  and  Equipment . 


Long-Term  Debt . 

Deferred  Federal  Income  Taxes  . 

Stockholders’  Equity  . 

Preferred  Stock . 

Common  Stockholders’  Equity 

Common  Stock,  no  par  value  ( authorized  30,000,000  shares) 

Outstanding  —  amount  fixed  at  $1.00  per  share . 

Capital  surplus  . 

Retained  earnings . 

Total  Common  Stockholders’  Equity . 

Stockholders’  Equity  . 


January  28, 
1978 

January  29, 
1977 

$  15,986,416 

$  14,797,879 

64,000,000 

36,300,000 

458,817,210 

406,147,127 

11,500,331 

9,946,771 

265,862,617 

253,952,377 

10,706,748 

9,203,539 

826,873,322 

730,347,693 

152,108,532 

57,735,675 

29,847,549 

134,342,129 

49,977,933 

28,240,755 

22,309,693 

41,007,210 

22,650,604 

26,883,982 

31,513,415 

14,313,447 

325,659,263 

285,271,661 

501,214,059 

445,076,032 

9,824,527 

458,459,979 

10,265,475 

431,712,864 

969,498,565 

887,054,371 

350,690,900 

24,677,212 

339,890,835 

22,547,182 

$594,130,453 

$524,616,354 

$  5,181,700 

$  5,270,700 

19,739,313 

161,412,804 

407,796,636 

9,490,196 

155,578,610 

354,276,848 

588,948,753 

519,345,654 

$594,130,453 

$524,616,354 

See  notes  to  consolidated  financial  statements  on  pages  16  to  19, 


Consolidated  Statement  of  Changes  in  Financial  Position 

Allied  Stores  Corporation  and  Subsidiaries 


52  Weeks  Ended 

January  28,  January  29, 

1978  1977 


Additions 


Net  earnings . 

Depreciation  . 

Increase  in  deferred  federal  income  taxes  ...  . . 

Working  capital  provided  from  operations . 

Decrease  in  other  assets . 

Disposition  of  property  and  equipment . 

New  long-term  debt . 

Common  stock  issued  . 

$  74,241,605 
29,309,496 
2,130,030 
105,681,131 
440,948 
864,056 
56,333,000 
16,687,351 

$  62,395,311 
27,447,408 
1,528,160 
91,370,879 
1,451,130 
7,361,108 
27,600,000 
64,804,577 

180,006,486 

192,587,694 

Deductions 

Dividends  paid . 

20,721,817 

16,349,497 

Investment  in  property  and  equipment . 

56,920,667 

39,391,360 

Reduction  in  long-term  debt . 

45,532,935 

43,366,582 

Common  stock  repurchases  . 

643,260 

- 

Preferred  stock  repurchases . 

49,780 

270,285 

123,868,459 

99,377,724 

Increase  in  Net  Current  Assets . 

$  56,138,027 

$  93,209,970 

Increases  (Decreases  )  in  Net  Current  Assets 

Cash  . 

$  1,188,537 

$  (5,338,494) 

Short-term  investments . 

27,700,000 

36,300,000 

Accounts  receivable  . 

54,223,643 

36,681,609 

Merchandise  inventories  . 

11,910,240 

1,850,685 

Prepaid  expenses  .  .  .  . 

1,503,209 

(592,799) 

Accounts  payable  and  accrued  expenses . 

(25,524,145) 

(14,763,272) 

Taxes,  other  than  federal  income  taxes . 

(1,606,794) 

(231,916) 

Federal  income  taxes 

(4,919,506) 

(12,016,949) 

Notes  payable  and  current  maturities  of  long-term  debt  .  .  ,  . 

(8,337,157) 

51,321,106 

Increase  in  Net  Current  Assets 

$  56,138,027 

$  93,209,970 

See  notes  to  consolidated  financial  statements  on  pages  16  to  19. 
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Notes  to  Consolidated  Financial  Statements 

Allied  Stores  Corporation  and  Subsidiaries 


Business 

Allied  Stores  Corporation,  a  leading  department  store 
organization,  operates  175  stores  throughout  the  United  States 
which  sell  a  wide  range  of  merchandise,  including 
apparel,  cosmetics,  home  furnishings  and  other  home  needs. 

Accounting  Policies 

Principles  of  Consolidation:  The  consolidated  financial 
statements  of  Allied  Stores  Corporation  include  the  accounts 
of  all  the  Corporation’s  subsidiaries,  which  are  the  mer¬ 
chandising  subsidiaries,  Allied  Stores  Credit  Corporation  and 
Alstores  Realty  Corporation.  Condensed  financial  statements 
of  the  credit  and  real  estate  subsidiaries  are  presented  on  page  22. 

Inventories:  Merchandise  inventories  are  stated  at  the  lower 
of  cost  or  market  determined  by  the  retail  inventory  method 
using,  as  to  approximately  85  %  of  the  inventories,  the 
lifo  (last-in,  first-out)  method.  Inventories  are  stated  at 
$28,401,359  in  1978  and  $25,266,960  in  1977  less  than  if 
the  first-in,  first-out  basis  had  been  used. 

Property  and  Equipment:  Properties  are  recorded  at  cost 
and  depreciation  is  computed  on  a  straight-line  basis  over  the 
estimated  useful  lives  of  the  assets,  or,  in  the  case  of  leasehold 
improvements,  over  the  lives  of  the  respective  leases,  if  shorter. 
The  estimated  useful  lives  for  depreciation  of  the  principal 
properties  are:  store  buildings  and  warehouses,  40  to  50 
years;  elevators,  escalators  and  building  equipment,  20  years; 
store  and  office  fixtures  and  equipment,  10  to  15  years;  floor 
coverings  and  automotive  equipment,  5  years. 

Federal  Income  Taxes:  The  provision  for  federal  income  taxes 
includes  amounts  which  will  not  be  paid  until  future 
years.  This  deferral  results  primarily  from  the  use,  for  tax 
purposes,  of  accelerated  depreciation  and  of  the  instalment 
method  of  accounting  for  sales.  The  deferral  resulting  from 
the  latter  is  included  with  current  liabilities  and  has  been 
reduced  by  the  tax  effect  of  other  timing  differences.  The  use 
of  these  timing  differences  for  tax  purposes  does  not  affect  net 
earnings.  The  investment  tax  credit,  accounted  for  by  the 
flow-through  method  and  reflected  as  a  reduction  in  the  current 
federal  income  tax  provision,  was  $3,125,000  for  the  year 
ended  January  28, 1978  compared  with  $2,275,000  for  the 
previous  year. 


Income  Taxes 

The  provision  for  income  taxes  includes  the  following  amounts: 

_  32  Weeks  Ended 

January  28,  January  29, 

_  1978 _  1977 

Federal  income  taxes: 

Currently  payable  .  $50,551,000  $46,439,000 

Deferred  .  11,624,000  6,511,000 


State  and  local  income  taxes . 

62,175,000 

5,543,000 

52,950,000 

6,406,000 

$67,718,000 

$59,356,000 

Deferred  income  taxes  result  from  timing  differences  in 
the  recognition  of  income  and  expense  for  tax  and  financial 

statement  purposes.  Major  components  are: 

52  Weeks  Ended 

January  28, 

1978 

January  29, 
1977 

Excess  of  tax  over  book  depreciation  .  . 
Instalment  method  of 

$  2,130,000 

$1,528,000 

accounting  for  sales . 

Other . 

10,533,000 

(1,039,000) 

7,285,000 

(2,302,000) 

$11,624,000 

$6,511,000 

The  effective  income  tax  rates  were  47.7  %  in  1978  and 
48.8%  in  1977,  consisting  of  federal  taxes  of  45.6%  and 
45.9%  andstate  and  local  taxes  of  2.1  %  and  2.9%  respectively. 

Pending  Disposition  of  Discount  Stores 

During  the  year  ended  February  2, 1974,  management  decided 
to  dispose  of  a  number  of  Almart-J.R.  Hunter  discount  stores 
which  had  been  unprofitable,  and  earnings  for  that  year  reflected 
a  charge  before  income  taxes  of  $18,000,000  for  estimated 
losses  on  the  pending  disposition  of  such  stores.  For  the  years 
ended  January  28,  1978  and  January  29,  1977,  the  net  losses 
before  income  taxes  of  this  division  were  approximately 
$945,000  and  $640,000,  respectively.  Of  these  amounts, 
$35,000  and  $25,000,  representing  operating  losses  (exclusive 
of  central  organization  and  intercompany  charges)  of  stores 
discontinued  or  expected  to  be  discontinued,  were  charged 
against  the  amount  previously  provided,  leaving  a  balance  of 
$11,295,000  at  January  28,  1978. 
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Accounts  Receivable— Customers 


January  23, 
1978 

January  29, 
1977 

Regular  accounts . . . 

Instalment  accounts . 

Revolving  credit  accounts . 

...  $  13,839.320 

50,996.910 
402,636,030 

$  18,818,285 
44,791,350 
350,584,110 

Less  allowance  for  possible  losses 
on  collection . 

467,472,260 

8,655,050 

414,193,745 

8,046,618 

$458,817,210 

$406,147,127 

Property  and  Equipment- 

-at  cost 

Land  . 

Buildings,  improvements 

and  equipment  . 

Store  fixtures  and  equipment  .  .  .  . 
Improvements  in  progress . 

. . .  *  60,019.230 

401,206,589 

225,016,481 

13.227,217 

$  56,910,149 

372,516,412 

203,645,819 

21,073,432 

Less  accumulated  depreciation  . .  . 

699,469.5]  7 
241,009,538 

654,145,812 

222,432,948 

$458,459,979 

8131,712,864 

Lines  of  Credit  and  Compensating  Balances 

As  of  January  28, 1978,  Allied  Stores  Corporation  and/or 
Allied  Stores  Credit  Corporation,  a  wholly-owned  subsidiary, 
had  lines  of  credit  totaling  $318,295,000  extended  by  140 
banks.  In  support  of  these  lines  and  also  serving  as  compen¬ 
sation  for  account  handling  functions  and  other  services, 
the  Corporation  and  all  of  its  subsidiaries  maintain  average 
operating  cash  balances  equal  to  approximately  10%  of  the 
lines.  There  are  no  restrictions  on  the  withdrawal  of  these  funds. 

Short-term  financing  is  obtained  through  the  use  of  these 
bank  lines  at  the  prevailing  prime  interest  rate  and  the  issuance 
of  Allied  Stores  Credit  Corporation  commercial  paper. 

There  were  no  short-term  borrowings  outstanding  as  of 
January  28,  1978. 

The  maximum  amount  of  bank  loans  and  commercial 
paper  outstanding  at  any  time  during  the  year  ended  January 
28, 1978  aggregated  $47,875,000.  The  average  borrowings 
outstanding  during  the  year  were  $7,939,000  and  the  average 
interest  rate  thereon  was  6.9  % .  The  average  interest  rate 
was  determined  by  dividing  short-term  interest  expense  by 
the  average  borrowings  outstanding. 


Long-term  Debt  Payable  After  One  Year 


Januarv  28, 
1978 

January  29. 
1977 

Allied  Stores  Corporation: 
Subordinated  44/2%  convertible 
debentures: 

Due  October  1,  1981  . 

$  1,201,800 

$  1,395,600 

Due  September  15,  1992  . 

17,774,000 

33,368,000 

Total  subordinated . 

18.975,800 

34,763,600 

Unsubordinated: 

d%%-4 %%  notes,  due  February 

1,  1984  (annual  payments  of 
$2,500,000  in  1979-1983  and 
$12,500,000  due  at  maturity . 

25,000,000 

27,500,000 

l%-5%  notes,  due  1978-1995  . 

545.691 

674,807 

Total  unsubordinated  . 

25,545,691 

28,174,807 

44,521,491 

62,938,407 

Allied  Stores  Credit  Corporation 
71/4%-71/2%  notes  ($10,000,000 
due  annually  February  15, 
1980-1982)  . 

30,000,000 

30,000,000 

Alstores  Realty  Corporation 

and  subsidiaries  notes  and  bonds  .  . 

276,169,409 

246,952,428 

$350,690,900 

$339,890,835 

As  of  January  28,  1978,  notes  and  bonds  of  Alstores  Realty 
Corporation  and  subsidiaries  were  payable  as  follows  during 
the  next  five  fiscal  years:  1978-$22,521,137;  1979- 
$13,044,364;  1980-$12,057,908;  1981-413,743,432; 
1982-$13,438,895  and  the  balance  through  2008.  This 
indebtedness  bears  interest  at  the  following  rates:  4% -4%  %, 
$3,778,884:  5  % -5%  % ,  $56,974,470;  6 %-6%  % ,  $18,744,560; 
7y4  %-7%  % ,  $28,810,651;  8 *4  %-8%  %,  $49,897,848; 

9%  -9%  %,  $103,723,348;  10%-10V2%,  $36,760,784.  Sub¬ 
stantially  all  of  this  indebtedness  is  collateralized  by  mortgage 
liens  on  property  and  equipment. 

The  provisions  of  the  long-term  debt  agreements  impose, 
among  other  things,  limitations  with  respect  to  the  payment 
of  dividends  on  Common  Stock.  Under  the  most  restrictive 
provision,  which  relates  to  net  tangible  assets,  approximately 
$373,000,000  of  retained  earnings  at  January  28,  1978  was 
available  for  the  payment  of  dividends. 
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The  4V2  %  convertible  subordinated  debentures  due  October 
1,  1981  are  convertible  into  shares  of  Common  Stock  at  $14  per 
share;  the  4%2  %  convertible  subordinated  debentures  due 
September  15,  1992  are  convertible  at  $22.25  per  share. 
Debentures  so  converted  may  be  applied  against  sinking 
fund  requirements.  At  January  28,  1978,  884,673  shares  of 
Common  Stock  were  reserved  for  such  conversions. 

Stockholders’  Equity 

The  Corporation  has  431,878  shares  of  $100  par  value  4% 
Cumulative  Preferred  Stock  authorized.  As  of  January  28, 
1978,  there  were  51,817  shares  outstanding,  with  an  annual 
sinking  fund  obligation  of  5,146  shares.  The  Corporation  had 
retired  or  was  holding  in  treasury  46,850  shares  which  are 
sufficient  to  meet  sinking  fund  requirements  for  approximately 
nine  years. 

Changes  in  Common  Stock  and  Capital  Surplus  were 
as  follows: 


J anuary  28,  J anuary  29, 

1978  1977 


Common 

Capital 

Common 

Capital 

Stock 

Surplus 

Stock 

Surplus 

Balance,  begin¬ 
ning  of  year  . 

$  9,490,196 

$155,578,610 

$8,111,101 

$  91,941,413 

Two-for-one 
stock  split  ,  . 

9,694,724 

(9,694,724) 

_ 

Issued  under 
stock  option 
plan  . 

68,735 

893,135 

31,857 

799,718 

Conversion  of 
debentures  .  . 

516,360 

15,209,121 

347,238 

14,839,409 

Repurchase  of 
preferred 
stock  . 

39,220 

211,715 

Sale  (repur¬ 
chase)  of 
common  stock 

(30,702) 

(612,558) 

1,000,000 

47,786,355 

Balance,  end 
of  year . 

$19,739,313 

$161,412,804 

$9,490,196 

$155,578,610 

Of  the  796,210  shares  of  Common  Stock  reserved  at  January 
28,  1978  for  issuance  to  officers  and  employees  under  existing 
stock  option  plans,  239,210  were  under  options  for  purchase 
at  $11.69  and  $19.88  per  share.  Of  these,  96,210  were  exer¬ 
cisable  at  J  anuary  28, 1978.  During  the  year,  options  were 
exercised  for  the  purchase  of  68,735  shares  at  $1 1.69  to  $28.13 
per  share  and  options  for  13,013  shares  were  cancelled. 

Options  were  priced  at  100%  of  the  fair  market  value  at  the 
date  of  grant  and  expire  five  or  ten  years  from  said  date. 


Retirement  and  Profit  Sharing  Program 

In  accordance  with  the  terms  of  the  Retirement  Benefit 
segment  of  the  Retirement  Benefit  &  Profit  Sharing-Investment 
Program  covering  substantially  all  full-time  employees,  the 
Corporation  provided  $9,488,022  during  the  year  ended  Jan¬ 
uary  28, 1978  ($8,811,773  for  the  previous  year ) ,  including 
$1,993,619  (the  same  as  in  the  prior  year)  for  amortization  of 
past  service  costs  over  a  30  year  period.  As  of  January  28, 

1978,  the  unfunded  liability  for  prior  service  was  estimated 
at  $28,600,000  ($29,150,000  at  January  29,  1977)  and 
the  estimated  value  of  vested  benefits  exceeded  the  market 
value  of  the  plan’s  assets  by  approximately  $6,300,000 
($8,600,000  at  January  29, 1977) . 

The  Profit  Sharing-Investment  segment  of  the  Program 
covers  all  eligible  employees  who  elect  to  contribute  thereto. 

The  Corporation’s  contribution  is  based  on  the  percentage 
of  net  earnings  to  net  sales.  For  the  year  ended  January  28, 
1978,  such  contribution  amounted  to  $6,400,000  ($4,600,000 
for  the  previous  year ) . 

Costs  and  Expenses 

Costs  and  expenses  may  also  be  presented  for  the  respective 
years  as  follows:  Cost  of  goods  sold,  including  buying  and  occu¬ 
pancy  costs  $1,302,987,774  and  $1,237,290,483;  selling, 
general  and  administrative  expenses  $455,595,784  and 
$426,889,102;  interest  $26,467,764  and  $27,915,384. 

Rentals  and  Lease  Commitments 

Rent  expense  consists  of  the  following: 

52  Weeks  Ended 
January  28,  January  29, 


_ _ 1978 _ 1977 

Minimum  Rentals: 

Capital  Leases  .  $11,141,209  $10,732,972 

Other  Leases .  22,662,405  22,598.788 

Percentage  Rentals: 

Capital  Leases .  1,274,990  1,190,510 

Other  Leases .  6,514,312  5,797,070 


$41,592,916  $40,319,340 

Noncancelable  leases  entered  into  by  the  Corporation  and  its 
subsidiaries  are  primarily  for  various  retail  stores,  warehousing 
and  office  facilities,  and  fixtures  and  equipment  required  for 
operating  these  facilities.  The  leases  usually  contain  renewal 
options  and  provide  for  payment  by  the  lessee  of  real  estate 
taxes  and  other  expenses  and,  in  certain  instances,  increased 
rentals  based  on  percentage  of  sales. 
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Accountants’  Certificate 


Future  minimum  rentals  under  noncancelable  leases  are 
as  follows: 


Stockholders  and  Board  of  Directors 
Allied  Stores  Corporation  >  New  York,  N.Y. 


Fiscal  Periods  Capital  Leases  Other  Leases  Total 

1978  .  $  11,441,000  $  16,160,000  $  27,601,000 

1979  .  11,407,000  15,711,000  27,118,000 

1980  .  11,192,000  15,248,000  26,440,000 

1981  .  10,529,000  14,906,000  25,435,000 

1982  .  10,297,000  15,028,000  25,325,000 

Subsequent 

to  1982  .  106,304,000  256,694,000  362,998,000 

Total  minimum 

lease  payments  .  ,  $161,170,000  $333,747,000  $494,917,000 


If  leases  qualifying  as  capital  leases  under  the  provisions 
of  Financial  Accounting  Standards  Board  Statement  No*  13, 
“Accounting  for  Leases”,  were  included  in  the  Consolidated 
Statement  of  Financial  Position,  net  fixed  assets  and  liabilities 
would  have  increased  $64,312,000  and  $79,532,000, 
respectively,  at  January  28, 1978  and  $68,255,000  and 
$81,907,000,  respectively,  at  January  29, 1977.  If  related 
assets  were  amortized  on  a  straight-line  basis  and  interest  cost 
accrued  on  the  basis  of  the  outstanding  liability,  the  effect  on 
net  earnings  for  the  years  ended  January  28, 1978  and  January 
29, 1977  would  have  been  immaterial. 

Quarterly  Financial  Information  (Unaudited) 

Summarized  quarterly  financial  information  is  presented  on 
page  7. 

Replacement  Cost  (Unaudited) 

In  compliance  with  the  reporting  requirements  of  the  Securities 
and  Exchange  Commission,  the  Corporation’s  Annual  Report  on 
Form  10-K  to  the  Commission  will  disclose  the  estimated 
replacement  costs  of  merchandise  inventories  and  productive 
buildings  and  fixtures  and  equipment  at  January  28, 1978, 
together  with  the  estimated  effect  of  such  costs  on  cost  of  sales 
and  depreciation  expense  for  the  year  then  ended. 

As  discussed  more  completely  in  the  Form  lO-K,  this 
information  cannot  be  calculated  with  precision,  is  based  on 
hypothetical  assumptions,  and  should  not  be  interpreted  as 
indicative  of  the  manner  in  which  the  Corporation’s  productive 
capacity  will  be  replaced,  nor  the  cost  thereof. 

Historically,  the  Corporation  has  been  able  to  follow  a  policy 
of  adjusting  selling  prices  to  maintain  profit  margins,  and  will 
continue  to  do  so,  competitive  conditions  permitting. 


We  have  examined  the  consolidated  statements  of  financial 
position  of  Allied  Stores  Corporation  and  subsidiaries  as  of 
January  28,  1978  and  January  29,  1977  and  the  related 
statements  of  earnings  and  retained  earnings  and  changes  in 
financial  position  for  the  years  then  ended.  Our  examinations 
were  made  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  Allied  Stores  Corporation 
and  subsidiaries  at  January  28,  1978  and  January  29,  1977, 
and  the  results  of  their  operations  and  the  changes  in  their 
financial  position  for  the  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a 
consistent  basis. 


*■**  „ 


Certified  Public  Accountants 


Touche  Ross  &  Co. 

1633  Broadway,  New  York,  N.Y.  10019 


April  11,  1978 
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Five-Year  Summary 

Allied  Stores  Corporation  and  Subsidiaries 


Dollars  (Except  Per  Share  Amounts)  and 


Square  Footage  in  Thousands 

1977 

1976 

1975 

1974 

1973 

Operations 

Net  sales  (including  leased  departments) 

$1,908,134 

$1,797,038 

$1,755,007 

$1,595,740 

$1,598,301 

Revenues  of  real  estate  operations 

18,877 

16,808 

15,628 

14,001 

17,008 

Cost  of  goods  sold,  buying  and  occupancy  costs 

1,302,988 

1,237,291 

1,216,009 

1,125,953 

1,154,041(2> 

Selling,  general  and  administrative  expenses 

455,596 

426,889 

412,707 

377,074 

364,880 

Interest  expense  . 

26,467 

27,915 

31,126 

34,725 

32,881 

Earnings  before  income  taxes 

141,960 

121,751 

110,793 

71,989 

63,507 

Federal,  state  and  local  income  taxes 

67,718 

59,356 

55,342 

35,652 

29,753 

Net  earnings 

74,242 

62,395 

55,451 

36,337 

33,754 

Per  Share  of  Common  Stock  o> 

Net  earnings— primary 

$  3.81 

$  3.40 

$  3.44 

$2.20 

$1.99(2> 

Net  earnings— fully  diluted 

3.61 

3.14 

3.04 

1.97 

1.80 

Dividends  paid 

1.05 

•871/2 

•771/2 

.75 

.7iy4 

Common  stockholders’  equity 

29.84 

27.36 

25.17 

22.66 

20.58 

Financial  Position 

Short-term  investments  . 

$  64,000 

$  36,300 

$ 

$ 

$ 

Short-term  borrowings  .  . 

- 

- 

41,450 

59,125 

49,500 

Net  current  assets . 

501,214 

445,076 

351,866 

321,358 

326,004 

Property  and  equipment  (net) 

458,460 

431,713 

427,130 

423,247 

415,361 

Long-term  debt  payable  after  one  year 

350,691 

339,891 

355,657 

372,084 

383,414 

Total  assets  . 

1,295,158 

1,172,326 

1,100,293 

1,032,896 

1,035,996 

Preferred  stock . 

5,182 

5,271 

5,753 

6,589 

8,781 

Common  stockholders’  equity  . 

588,949 

519,346 

408,283 

360,380 

343,451 

Ratios 

%  of  net  earnings  to  sales . 

Return  on  common  stockholders’  equity 

3.89% 

3.47% 

3.16% 

2.28% 

2.11% 

at  beginning  of  year 

14.25% 

15.23% 

15.31% 

10.48% 

10.30% 

Current  ratio 

Capitalization: 

2.5:1 

2.6:1 

2.1:1 

2.2:1 

2.2:1 

%  long-term  debt . 

37.12% 

39.32% 

46.21% 

50.35% 

52.12% 

%  stockholders’  equity  . 

62.88% 

60.68% 

53.79% 

49.65% 

47.88  % 

Number  of  stores 

175 

168 

165 

161 

158 

Gross  square  footage  at  year-end 

29,688 

28,949 

29,068 

29,180 

28,847 

(1)  Adjusted  to  reflect  the  two-for-one  stock  split  on 
March  18, 1977. 

(2)  Includes  $18,000,000  provision  for  estimated 
losses  on  pending  disposition  of  discount  stores, 
equal  to  $.56  per  share  of  Common  Stock. 
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Managements  Discussion  and  Analysis 
of  the  Summary  of  Operations 


■ 


During  the  last  five  fiscal  years,  the  net  earnings  of  the  Cor¬ 
poration  have  more  than  doubled,  increasing  from  $33,754,000 
in  1973  to  the  record  $74,242,000  achieved  in  1977.  Variations 
that  affected  net  operating  results  during  the  last  two  years  are 
discussed  in  the  following  paragraphs. 

Net  sales  for  1977  were  6.2  %  higher  than  those  for  1976. 

This  increase  was  significantly  greater  than  the  2.4%  gain 
registered  in  1976  and  was,  in  great  measure,  a  reflection 
of  the  noticeable  upturn  in  the  rate  of  consumer  spending  in 
the  second  half  of  1977.  Sales  for  1976  and  the  first  half  of  1977 
had  been  adversely  affected  because  of  consumer  sluggishness 
which  developed  in  the  second  quarter  of  1976. 

Revenues  of  real  estate  operations  increased  in  each  of  the 
last  two  years  as  a  result  of  higher  rental  income  from  tenants  in 
shopping  centers  operated  by  the  Corporation. 

Cost  of  goods  sold,  buying  and  occupancy  costs  were  68.3  % 
of  sales  in  1977  compared  with  68.9  %  in  1976  and  69.3  % 
in  1975.  These  reductions  reflect  benefits  derived  from  the  Cor¬ 
poration’s  ongoing  programs  for  improvement  of  merchandise 
margins  and  maintenance  of  strict  inventory  and  expense 
controls. 

Selling,  general  and  administrative  expenses  remained 
relatively  stable  in  relation  to  sales,  being  23.9  %  of  net  sales 
in  1977,  23.8%  in  1976  and  23.5%  in  1975.  The  slight  increase 
in  1976  resulted  from  higher  payroll  costs. 

Interest  expense  declined  5.2  %  in  1977  as  a  result  of  lower 
short-term  borrowing  levels  and  higher  short-term  investments. 
However,  this  decrease  was  not  as  significant  as  the  10.3% 
reduction  in  1976,  due  to  the  interest  expense  on  new  long-term 
debt  incurred  in  1977. 

Effective  federal,  state  and  local  income  tax  rates  were  47.7  % 
in  1977,  48.8%  in  1976  and  50.0%  in  1975.  These  decreases 
resulted  from  reductions  in  state  and  local  taxes  and  from 
increases  in  the  investment  tax  credit. 
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Condensed  Financial  Statements  of 
Subsidiaries  of  Allied  Stores  Corporation 


Allied  Stores  Credit  Corporation  and  Subsidiary 

January  28, 

1978 

January  29, 
1977 

Customer  accounts  purchased  from  Allied  Stores  Corporation 
Amounts  withheld  pending  collection  and  deferred  income  .  . 
Cash  and  other  assets  .  . 

$  95,074,796 
(10,994,822) 
233,701 

$  80,473,179 
(9,233,329) 
264,057 

Total  Assets . 

$  84,313,675 

$  71,503,907 

Accrued  taxes  and  interest  . 

Advances  from  Allied  Stores  Corporation  . 

Long-term  debt . 

Equity  of  Allied  Stores  Corporation  . 

$  33,765 

29,032,933 
30,000,000 
25,246,977 

$  220,048 

17,325,846 
30,000,000 
23,958,013 

Total  Liabilities  and  Equity . 

*  84,313,675 

$  71,503,907 

52  Weeks  Ended 

January  28, 

1978 

January  29, 
1977 

Finance  service  charge  income  .  .... 

$  7,035,525 

$  9,108,430 

Expenses: 

Interest  .  . 

Other  . 

Income  taxes  . 

4,603,952 

57,609 

1,085,000 

5,520,827 

117,837 

1,755,000 

5,746,561 

7,393,664 

Net  Earnings 

$  1,288,964 

$  1,714,766 

Alstores  Realty  Corporation  and  Subsidiaries 

Property  and  equipment  ,  . 

Cash  and  other  assets . 

Advances  to  (from)  Allied  Stores  Corporation  . 

Total  Assets 

Accounts  payable  and  accrued  expenses  .  .  . 
Notes  and  bonds  payable  ,  .  ,  . 

Equity  of  Allied  Stores  Corporation  . 

Total  Liabilities  and  Equity  . 


Rental  income  ( $18,877,097  and  $16,807,810  from  outsiders) 
Expenses: 

Interest  . 

Depreciation  ...  .  . 

Taxes,  other  than  income  taxes . 

Rent  . 

Other . 

Income  taxes  . 


January  28, 

1978 

January  29, 
1977 

$340,002,663 

$315,559,448 

12,595,498 

11,844,074 

19,428,513 

(2,401,194) 

$372,026,674 

$325,002,328 

$  23,782,100 

$  20,498,347 

298,690,545 

260,964,334 

49,554,029 

43,539,647 

$372,026,674 

$325,002,328 

52  Weeks  Ended 

January  28, 

1978 

January  29, 
1977 

$  59,193,210 

$  54,606,915 

21,715,576 

21,371,062 

16,066,602 

15,060,543 

4,225,260 

3,808,637 

5,010,071 

4,633,180 

1,174,319 

1,705,503 

4,987,000 

3,648,300 

53,178,828 

50,227,225 

$  6,014,382 

$  4,379,690 

Net  Earnings 


Telephone:  (212)  764-2000 


Allied  Stores  Corporation 

1114  Avenue  of  the  Americas,  New  York,  N. Y*  10036 


Directors 


Officers 


Lillian  Berkman 

President  of  General  Alarm  Corporation 

Milton  P,  Brown 

Lincoln  Filene  Professor  of  Retailing , 

Harvard  Graduate  School  of  Business  Administration 

John  T,  Cullen 

Excutive  Vice  President  of  the  Corporation 

Walter  E.  Dennis 
Financial  Consultant 
Donald  F.  Dunn 

Senior  Vice  President  of  the  Corporation 

Leonard  H.  Goldenson 
Chairman  of  the  Board  of 
American  Broadcasting  Companies f  Inc . 

Howard  E.  Hassler 

Senior  Vice  President  of  the  Corporation 

Herman  H.  Kahn 

Managing  Director  of 
Lehman  Brothers  Kuhn  Loeb  Incorporated 
George  C.  Kern,  Jr. 

Attorney ,  partner  in  the  firm  of  Sullivan  Sc  Cromwell 
Thomas  M.  Macioce 
President  and  Chief  Executive  Officer 
of  the  Corporation 

Rene  C.  McPherson 

Chairman  of  the  Board  of  Dana  Corporation 

Eugene  S.  Northrop 
Former  Vice  Chairman  of  the  Board  of 
Manufacturers  Hanover  Corporation 
George  A.  Roeder,  Jr* 

Vice  Chairman  of  the  Board  of 
The  Chase  Manhattan  Bankt  N.A. 

Franklin  A.  Thomas 

Attorney 


Directors  Emeritus 

Rex  L.  Allison 
Charles  B.  Barnes 
Horace  C.  Flanigan 
Charles  E.  McCarthy 
W.  Earl  McCormick 
Malcolm  P.  McNair 
James  H.  Reedy 
Theodore  Schlesinger 
Lawrence  Wilkinson 


President  and  Chief  Executive  Officer 

Thomas  M.  Macioce 

Executive  Vice  President 
John  T.  Cullen 

Senior  Vice  Presidents 

Donald  F.  Dunn 

Executive  Group  Manager 

Howard  E.  Hassler 

Finance 

Andrew  L.  Murphy 

Real  Estate 

James  A.  Walsh 

Executive  Group  Manager 

Vice  Presidents 

Robert  M.  Bozeman 
EDP  Services 
Frank  R.  D’Elia 

Secretary  and  Corporate  Attorney 
Patrick  R.  Edwards 
Administration  and  Operations 

Benjamin  Frank 

Legal  and  Governmental  Affairs 

John  Fraser,  Jr. 

Executive  Development 

Joseph  M.  Lesser 

Executive  Group  Manager 

B.  Robert  Meyer 

Marketing 

G.  Robert  Myers 

Credit 

Alfred  J.  Schwarz 
Personnel  and  Labor  Relations 
Leonard  S.  Smith 

President  of  Allied  Stores  Marketing  Corp . 

Leon  D.  Starr 

Executive  Group  Manager 

David  A.  Valenti 

Executive  Group  Manager 

Frank  E.  Wilson 
Construction  and  Store  Planning 
Herbert  Wittkin 
Executive  Group  Manager 

Treasurer 
Murray  J.  Latz 

Assistant  Vice  President 
Frank  J.  Zamboni 

Assistant  Treasurers 

Joseph  J.  Calandro,  Jr. 

Angelo  A.  Cistern ino 
Lawrence  Saunders 
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175  stores  total  29,688,000  square  feet  of  gross  store  area 


New  England 

Jordan  Marsh 

Sq.  Fi. 

(13  stores  3,476,000  Sg.  Ft.) 

Massachusetts: 

Boston 

825,000 

Braintree 

311,000 

Brockton 

73,000 

Burlington 

255,000 

Framingham 

349,000 

Lowell 

100,000 

Malden 

87,000 

Methuen 

80,000 

Peabody 

371,000 

Worcester 

310,000 

Portland,  Me. 

202,000 

Bedford,  N.H. 

187,000 

Warwick,  R.I. 

326,000 

Read’s,  Conn, 

(3  stores  559,000  Sg .  Ft.) 

Bridgeport 

165,000 

Danbury 

175,000 

Trumbull 

219,000 

Mid-Atlantic 

Dey  Brothers, 

Syracuse,  N.Y. 

(4  stores  621,000  Sg.  Ft.) 

Syracuse 

306,000 

Baldwinsville 

50,000 

Camillus 

121,000 

Shoppingtown 

144,000 

Gertz,  Long  Island,  N.Y. 

(6  stores  1,574,000  Sg.  Ft.) 

Jamaica 

560,000 

Bayshore 

155,000 

Flushing 

279,000 

Great  Neck 

72,000 

Hicksville 

307,000 

Massapequa 

201,000 

Stern’s,  N.J, 

(6  stores  1,102,000  Sg.  Ft.) 

Paramus 

339,000 

South  Plainfield 

60,000 

Wayne 

56,000 

West  Orange 

92,000 

Willowbrook 

278,000 

Woodbridge 

277,000 

Troutman’s,  Pa. 

(7  stores  483,000  Sg. 

Ft.) 

Butler 

56,000 

Connellsville 

54,000 

Greensburg 

153,000 

Indiana 

47,000 

Latrobe 

47,000 

New  Castle 

48,000 

Washington 

78,000 

24 

Pomeroy’s,  Pa. 

Sq.  Ft. 

(14  stores  2,201,000  Sg.  Ft.) 

Harrisburg  Area: 

Harrisburg 

201,000 

Camp  Hill 

145,000 

Colonial  Park 

137,000 

Lebanon 

47,000 

Levittown 

241,000 

Neshaminy 

160,000 

Pottsville 

79,000 

Reading  Area: 

Berkshire 

156,000 

Reading 

324,000 

Wilkes-Barre  Area: 

Wilkes-Barre 

135,000 

Wyoming  Valley 

159,000 

Wyoming 

61,000 

Wilmington,  Del. 

181,000 

Willingboro,  N.J. 

175,000 

Southeast 

Jordan  Marsh,  Fla. 

(11  stores  2,180,000  Sg.  Ft.) 

Miami 

395,000 

North  Miami 

244,000 

Dadeland 

215,000 

Ft.  Lauderdale 

255,000 

Lauderhill 

134,000 

Hollywood 

152,000 

Merritt  Island 

131,000 

Orlando 

230,000 

North  Orlando 

159,000 

Pompano 

84,000 

West  Palm  Beach 

181,000 

Maas  Brothers,  Fla. 

(17  stores  2,297,000  Sg.  Ft.) 

Tampa  Area: 

Tampa 

191,000 

North  Tampa 

141,000 

West  Shore 

237,000 

Gandy 

54,000 

Northgate 

18,000 

Bradenton 

112,000 

Clearwater  Area: 

Clearwater 

168,000 

Country  Side 

142,000 

Fort  Myers 

129,000 

Gainesville 

112,000 

Lakeland 

145,000 

Naples 

66,000 

Sarasota 

141,000 

South  Sarasota 

142,000 

St.  Petersburg  Area: 

St.  Petersburg 

276,000 

Tyrone  Square 

163,000 

Winter  Haven 

60,000 

Cain-SIoan, 
Nashville,  Tenn. 

Sq.  Ft. 

(3  stores  642,000  Sq. 

.Ft.) 

Nashville 

366,000 

Green  Hills 

127,000 

Rivergate 

149,000 

Jordan  Marsh, 
Greensboro,  N.C. 

Four  Seasons 

133,000 

Levy’s  of  Savannah,  Ga. 

Savannah 

108,000 

Midwest 

Block’s,  Ind. 

(9  stores  1)204,000  Sg.  Ft.) 

Indianapolis  Area: 
Indianapolis 

497,000 

Glendale 

167,000 

Lafayette  Square 

156,000 

Southern  Plaza 
Washington 

130,000 

Square 

131,000 

Bloomington  (2) 

23,000 

Kokomo 

21,000 

Lafayette 

79,000 

Donaldson’s,  Minn. 

(7  stores  1,676,000  Sg .  Ft.) 

Minneapolis  Area: 
Minneapolis  587,000 

Brookdale  170,000 

Ridgedale  127,000 

Rosedale  173,000 

Southdale  173,000 

Rochester  67,000 

St.  Paul  379,000 

Black’s,  Waterloo,  Iowa 

(3  stores  359.000  Sg.  Ft.) 

Waterloo  264,000 

Crossroads  39,000 

Cedar  Falls  56,000 

Heer’s,  Springfield,  Mo. 

(2  stores  188,000  Sq .  Ft.) 

Battlefield  Mall  25,000 
Springfield  163,000 

Herp’s, 

Grand  Rapids,  Mich. 

(2  stores  403,000  Sg.  Ft  .) 

Grand  Rapids  309,000 

Wyoming  94,000 


Field’s,  Mich. 

Sq.  Ft. 

Jackson 

148,000 

Ha  rd  y-H  e  r  p  olsh  e  imer , 

Mich. 

Muskegon 

112,000 

Polsky’s,  Ohio 

(3  stores  607,000  Sg.  Ft.) 

Akron  Area: 

Akron 

408,000 

Summit  Mall 

132,000 

Canton 

67,000 

Wren’s,  Springfield,  Ohio 

(2  stores  186,000  Sg.  Ft.) 

Springfield 

160,000 

Upper  Valley 

26,000 

Mabley  &  Carew, 

Ohio 

(5  stores  689,000  Sg.  Ft  J 

Cincinnati  Area: 

Cincinnati 

341,000 

Beecbmont 

117,000 

Swifton 

150,000 

Western  Hills 

41,000 

Middletown 

40,000 

Southwest 

Joske’s,  Texas 

(11  stores  2,333,000  Sg.  Ft.) 

Houston  Area: 

Gulf  gate 

205,000 

Northline 

161,000 

Post  Oak 

308,000 

Town  &  Country 

203,000 

Westwood 

136,000 

San  Antonio  Area 

San  Antonio 

552,000 

Las  Palmas 

79,000 

North  Star 

214,000 

Windsor  Park 

132,000 

Austin 

206,000 

Beaumont 

137,000 

Titche’s, 

Dallas,  Texas 

(9  stores  1 ,502,000  Sq.  Ft.) 

Dallas 

456,000 

Irving 

187,000 

Lochwood 

89,000 

North  Park 

252,000 

Preston  Forest 

117,000 

Red  Bird 

100,000 

Town  East 

164,000 

Wynnewood 

i  86,000 

Arlington 

51,000 

Muller’s,  La. 

Lake  Charles 

118,000 

Northwest 

Bon  Marche 

Sq.  Ft. 

(23  stores  3,434,000  Sg.  Ft.) 

Washington : 
Seattle 

878,000 

Northgate 

303,000 

Tukwila 

260,000 

Bellingham 

57,000 

Everett 

80,000 

Everett  Mall 

132,000 

Federal  Way 

141,000 

Kennewick 

107,000 

Longview 

70,000 

Spokane 

213,000 

Tacoma 

257,000 

Walla  Walla 

55,000 

Yakima 

110,000 

Oregon : 

Eugene 

98,000 

Pendleton 

32,000 

Idaho: 

Boise 

113,000 

Idaho  Falls 

46,000 

Lewiston 

47,000 

Nampa 

60,000 

Twin  Falls 

40,000 

Montana: 

Great  Falls 

85,000 

Missoula 

95,000 

Ogden,  Utah 

155,000 

Almart-J.B. Hunter 

Division 

(10  stores  1,353,000  Sg.  Ft.) 

Albany,  N.Y. 

143,000 

Rochester,  N.Y. 

133,000 

Bethlehem,  Pa. 

120,000 

Wilmington,  Del: 

Kirkwood 

156,000 

Concord 

124,000 

Louisville,  Ky. 

133,000 

Knoxville,  Tenn. 

124,000 

Memphis,  Tenn: 

Chickasaw 

154,000 

Frayser  Blvd. 

133,000 

Whitehaven 

133,000 

Buying  Office  Subsidiaries 

Allied  Stores  Marketing  Corp, 

New  York  and  Los  Angeles 

Allied  Stores  International ,  Inc . 

New  Y  ork-London-F  rankfurt 
Florence-Madrid-Tokyo 
Osaka— Seoul-Montevideo 

Fiscal  Agents 

Preferred  and  Common  Stocks 
Transfer  Agent  &  Registrar 
Bankers  Trust  Company 
16  Wall  Street,  New  York,  N.Y.  10015 

4V2  %  Convertible  Debentures 
Trustee  and  Conversion  Agent 
The  Chase  Manhattan  Bank 
1  New  York  Plaza 
New  York,  N.Y.  10015 


General  Stockholder  Information 

A  nnual  Meeting 

The  Annual  Meeting  of  Stockholders  will  be  held 
at  1 1  a.m.  on  Tuesday,  June  20, 1978,  in  the 
Barbizon  Plaza  Hotel,  106  Central  Park  South, 

New  York  City.  All  stockholders  are  invited 
to  attend. 

Dividend  Reinvestment  Plan 
Allied  common  stockholders  may  elect  to  have 
dividends  automatically  reinvested  in  additional 
shares  of  Allied.  They  may  also  select  to  purchase 
shares  by  making  monthly  cash  payments.  Partici¬ 
pation  is  voluntary  and  may  be  terminated  at 
any  time. 

Requests  for  additional  information  about  this 
plan,  or  any  questions  about  stockholdings  or 
dividends,  should  be  directed  to  Allied  Stores 
Corporation,  Investor  Relations  Department, 

1114  Avenue  of  the  Americas,  New  York, 

N.Y.  10036. 

Dividend  Payable  Dates 

Dividends  on  common  shares  are  paid  quarterly 
on  the  20th  of  January,  April,  July  and  October  to 
stockholders  of  record  on  or  about  the  20th  of 
the  prior  month. 

Dividends  on  the  4%  Preferred  Stock  are  paid  on 
the  first  of  March,  June,  September  and  December. 

Form  1  OK 

Copies  of  the  Corporation’s  Annual  Report  to  the 
Securities  and  Exchange  Commission  on  Form 
10-K  are  available  upon  request  to  Allied  Stores 
Corporation,  Investor  Relations  Department, 

1114  Avenue  of  the  Americas,  New  York, 

N.Y.  10036. 
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